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FEDERAL HOME LOAN BANK BOARD
Amended merger and acquisition regulations were published in the 8/9/78 Fed. Reg., 
pp. 35261-62. The Board issued the amendments in order to reflect the pre­
merger notification requirements of the antitrust laws. Under the rules, 
parties contemplating certain mergers must give advance notice to the 
Federal Trade Commission and the Justice Department. These regulations are 
intended to take effect on 8/30/78, concurrently with the previously- 
published FTC premerger notification rules (see 8/7/78 Wash. Report.) For 
additional information contact Lawrence Hayes at 202/377-6428.
GENERAL ACCOUNTING OFFICE
"Guidelines for Accounting for Automatic Data Processing Costs” is the title of 
a new GAO Federal Government Accounting publication. The pamphlet, which is 
the second in a series of illustrative accounting procedures for Federal 
agencies, concludes that the cost of automatic data processing systems has 
become so significant and accounting practices have become so varied that 
supplemental guidance on data processing costs is needed. Information is 
provided on such topics as identifying automatic data processing activities 
and significant cost elements, capitalizing equipment and software investment 
costs, accounting for depreciation and operating costs, and reporting and 
billing costs to users. The pamphlet is available from the U.S. Government 
Printing Office, Washington, D.C. 20402 (Stock No. 020-000-00162-3) for $1.00.
A GAO report summarizing the recommendations of the Commission on Government
Procurement and the government actions taken in response to those recommedations 
is now available. The report, entitled "Legislative Recommendations of the 
Commission on Government Procurement: 5 years Later," notes that the Office 
of Management and Budget’s Office of Federal Procurement Policy is currently 
working to develop a revised OMB Circular A-76. In addition, the summary makes 
a note of the impending release later this summer of a further study of the 
government policy of reliance on private enterprise. The report (PSAD-78-100- 
7/31/78) is available from the GPO for $1.00.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Rules on minimum standards for audits and financial responsibility of eligible
postsecondary schools that participate in student financial assistance programs
have been published in the 8/10/78 Fed. Reg., pp. 35624-34 by the Office of 
Education. The rules contain audit requirements that cover the frequency 
of audits, auditor qualifications and independence, and access to audit records. 
The rules provide that outside auditors must be either independent CPAs or LPAs 
licensed before 12/31/70. Comments on the proposed rules are due by 9/25/78. 
For more information on the proposal, contact William Moran at 202/245-1744.
INTERSTATE COMMERCE COMMISSION
The annual financial report for Class I and II railroads has been revised (see 
the 8/10/78 Fed. Reg., p. 35485). New forms R-l and R-2 will be issued 
and will be effective for disclosing financial and operation results 
beginning on 1/1/78. The revised forms will feature the introduction of 
materiality reporting standards, the elimination of certain report schedules, 
corporate disclosure requirements, and the alignment of reporting r e q u i r e m e n t s
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with generally accepted accounting principles. These modifications are 
intended to ease the reporting burden and make annual reports easier to use 
and complete. For more information and copies of the new forms, contact 
the Bureau of Accounts, Room 6113, 12th and Constitution Avenue, N.W., 
Washington, D.C. 20423.
JUSTICE, DEPARTMENT OF
Compliance with the Freedom of Information Act (FOIA) should be emphasized in 
field offices of Federal departments and agencies according to the General 
Accounting Office. In a report entitled "Government Field Offices Should 
Better Implement the Freedom of Information Act," the GAO recommends that 
the Attorney General review agency 'FOIA regulations to make sure they are 
clear and unrestrictive. In addition to Congress should consider amending 
the act to clearly give the oversight role to the Justice Department and 
delineate the responsibility of the Department in this role. Copies of the 
report are available from the GAO for $1.00 per copy (LCD-78-120 7/5/78).
LABOR, DEPARTMENT OF
A table of contents and clarification of part 2520 of the rules and regulations
under ERISA applicable to reporting and disclosure by employee benefit plans
were published in the 8/8/78 Fed. Reg.. p p . 35042-43. Publication of the 
clarification and table of contents was made to remove any confusion caused 
by the 7/19/77 and 3/10/78 publication of certain unrevised regulations. 
However, no substantive changes have been made to the regulations. For further 
information contact Joe Bodner at 202/523-7901.
President Carter submitted a reorganization plan to Congress last week for the
purpose of improving the administration of ERISA through the reduction of
"jurisdictional overlap and duplication" which is currently a problem under 
the dual enforcement by the Departments of Labor and Treasury. Under the 
proposal (Reorganization Plan No. 4 of 1978) the Treasury Department will 
assume exclusive responsibility for setting minimum standards in pension 
plans for funding, participation, vesting rights, and benefit payments. DOL 
would retain the power to approve certain Treasury rulings and regulations 
which "would substantially affect collectively bargained plan", and would be 
assigned exclusive jurisdiction over the administration of ERISA's provisions 
relating to fiduciary standards for pension and welfare benefit plans, 
including exemptions from prohibited transactions. Both departments would 
retain their present authority to initiate enforcement procedures for 
violations of ERISA. The Administration claims that the reorganisation plan 
will result in an immediate improvement in the administration of ERISA by 
reducing the amount of time necessary to process applications for exemptions 
from prohibited transactions, eliminating most areas of dual and overlapping 
jurisdictions, and reducing the number of unissued ERISA regulations subject 
to dual jurisdiction. The reorganizations plan will become effective with­
in 60 legislative days unless either the House or Senate votes to reject it.
OFFICE OF MANAGEMENT AND BUDGET
The first draft segment of the Federal Acquisition Regulation (FAR) has been
released for comment (see the 8/7/78 Fed. Reg., pp. 34824-26). The regulation 
is being developed to replace the current system of procurement regulations 
and will be used in the acquisition of supplies and services with appropriated 
funds. The first segment covers topics such as the FAR system administration
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agency acquisition regulations, deviations from the FAR, public participation, 
and contracting authority and responsibilities. Comments on the draft are 
due by 10/6/78. Copies of the draft regulation may be obtained from William 
Thybony, Assistant Administrator for Regulations, 726 Jackson Place, N.W.,
Room 5002, Washington, D.C. 20503 (202/395-4946).
A federal computer security program to guard against the illegal use of informa­
tion stored in computers has been established by the OMB. Under the program, 
all executive departments and agencies will establish a management control and 
audit process for sensitive computer applications, appoint a security official 
at each computer installation, and screen involved personnel. The program 
requires the Commerce Department to assume responsibility for the development 
and issuance of computer security standards and guidelines. The General 
Services Administration will be responsible for issuing policies and 
regulations for the physical security of computer rooms and for assuring 
that security requirements are included in agency procurements.
RENEGOTIATION BOARD
Contractors who must file the standard form of contractor's report (RB Form 1)
and the application for commercial article exemption have been granted an
extension until 10/20/78 by the Board. The announcement, which appears in 
the 8/9/78 Fed. Reg., pp. 35408-09, covers reports involving amounts received 
or accrued both before and after the present termination date of renegotiation 
coverage. The Board has taken this action in light of pending legislation that 
would fund the Board through mid-1979. In a related matter, the Board announced 
that the termination date for renegotiation coverage has been changed to 9/30/76 
(see the 8/9/78 Fed. Reg., p.35280).
SECURITIES AND EXCHANGE COMMISSION
Additional comments on a proposal to require mutual and subsidiary service
companies to keep accounts and records in accordance with amendments to the
uniform system of accounts are being sought by the Commission. The proposal 
was originally published in the 5/25/78 Fed. Reg., pp. 22379-82. It would 
require service companies to design subaccounts to help prepare reports and 
statements required by regulatory commissions, facilitate audit and account 
inspection, establish a work order system to accumulate reimbursement costs, 
and charges to customers and account for compensation paid for the use of 
capital. Comments will be received until 10/2/78.
TREASURY, DEPARTMENT OF
The House has passed a tax cut bill (H.R. 13511) which features $10.5 billion in 
reductions for individuals and $3.8 billion in tax cuts for business. The 
bill also includes the controversial cut in the capital gains tax rate to 
35 percent and gives homeowners a one-time tax-free sale of a house for the 
first $100,000 profits. In addition, the bill would index the cost basis of 
capital gains items beginning in 1980 to account for inflation. Other 
provisions in the House-passed bill would aid snail business by establishing 
a new graduated tax schedule and liberalize the investment tax credit, make 
the 10 percent investment tax credit permanent, create a new targeted jobs 
tax credit aimed at hiring inner-city persons and extend the current 
"at-risk" rules to all activities except real estate. During consideration of 
the bill, the House rejected an Administration plan which included a smaller 
capital gains tax cut and more extensive reform measures. In addition, a
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Republican substitute that would have reduced individual tax rates by 33 
percent over three years was also defeated.
The bill now goes to the Senate Finance Committee for hearings and further 
consideration. Hearings are scheduled to begin on 8/21/78.
Technical changes in individual retirement accounts (IRAs) have been proposed in 
legislation introduced by Pep. Sam Gibbons (D-Fla), Chairman of the House 
Ways and Means Subcommittee on Oversight. The bill, H.R.13619, includes 
changes in the areas of contributions, rollovers, penalties and reporting.
According to Pep. Gibbons, excess contributions caused by the complexity and 
restrictiveness of IRA rules under the tax code represents a frequent problem 
for taxpayers. Among the changes proposed in H.R. 13619 are an extension of 
the latest IRS establishment and contribution dates the tax filing date for 
the year, allowance of a deduction where excess contributions are applied to 
a subsequent years, less restrictive rules on rollovers to IRAs and elimination 
of separate reporting requirements for certain IRAs.
The Bankruptcy Reform Act with various tax amendments was approved by the Senate 
Finance Committee on 8/8/78. The committee-approved bill, S.2266, contains 
tax proposals recommended by the staff of the Joint Committee on Taxation. 
Determinations of tax liabilities in bankruptcy would be clarified under 
S.2266. The bill redefines the jurisdiction of different courts that rule 
on bankruptcy issues and determine the priority and dischargeability of tax 
claims against the debtors estate. Approval of S.2266 by the Finance Committee 
clears the bill for Senate floor action. The bill had already been approved 
by the Senate Judiciary Committee. The House has also approved new bankruptcy 
legislation (H.R.8200). The reform bills would mark the first modernization 
of the bankruptcy law in 40 years.
A hearing on the tax treatment of fringe benefits will be held on 8/14/78 by the 
new House Ways and Means Task Force on Employee Fringe Benefits. Treasury 
officials and IRS Commissioner Kurtz are the scheduled witnesses. The Task 
Force has requested that written comments from the public be submitted before 
9/5/78. Public witnesses will be scheduled for future hearings that will be 
held later this fall. This task force was created last month to study the 
fringe benefit issue and report to the full committee and the Congress.
A rule to allow enrolled actuaries to engage in limited practice before the IPS
has been proposed (see the 8/3/78 Fed. Reg., pp.34161-62). Under the 
proposal, those actuaries who satisfy the professional competence standards 
set by the Joint Board for the Enrollment of Actuaries would be entitled to 
practice on matters such as the qualification of employee pension plans. Com­
ments on this proposal are requested before 10/2/78. For further information 
contact Leslie Shapiro at 202/376-0767.
An amendment that would prohibit the reclassification of individuals as employees
or independent contractors for the purpose of federal employment taxes was 
a p p r o v e d  b y  t h e  S e n a t e  F i n a n c e  Committee on 8/10/78. The amendment would 
prevent the IRS from changing the tax classification until the Congress amends 
the Internal Revenue Code definition of "employee". A House Ways and Means 
Committee task force has been appointed to study the issue and make recommendations 
in the next session of Congress. In addition, the Finance Committee approved 
amendments that deal with the recognition of gain during business incorporation 
and the involuntary conversion of special use valuation property. These 
amendments are expected to reach the Senate floor as part of future appropriations 
bills.
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11 The 1978 Compendium of Tax Research" has been issued by the Treasury Department’s 
Office of Tax Analysis. The work includes 11 studies of various tax policy 
issues such as corporate tax integration, integration and investment 
incentives, and the taxation of foreign source income. The Treasury 
publication (Stock No. 048-000-00316-8) will be available soon for sale from 
the GPO. Information on the cost and availability of the book can be 
obtained by calling 202/783-3238.
For additional information contact: 
Susan Retter or Steven Woolf 
202/872-8190
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